This paper investigates the role and perceptions of middle managers and how they influence business performance in Sri Lankan companies. The study presented here is based on a questionnaire survey of 121 middle managers regarding issues of communication, group decision making, and organizational leadership. Quantitative analysis of the responses suggests that organizations with collectivistic leaders achieve better performance. As a result, it is argued that collectivism, which includes middle management, can positively contribute to Sri Lanka's business development and economic recovery.
Introduction
Business organizations face considerable challenges in the face of rapid technological development and global economic change. In Sri Lanka, these challenges have been heightened by the 30 year long civil war that ended in 2009 and the tsunami disaster of 2004. As an emerging economy, a key issue facing the country is to develop business models that can effectively respond to these challenges. Innovative, efficient and sustainable utilization of resources are intrinsic to long term planning and strategy. To this end, top management, middle management and employees need to work as an integrated team. This paper argues that the role of the middle managers is vital in this regard, since they are the link between senior management and employees, and also front line communicators who can readily complement leadership.
Research on organizational behaviour traditionally casts the CEO as the most influential change agent in the business environment (Chung & Lo, 2007; Beugre et al., 2006; Caldwell, 2003; Grant & Cibin, 1996) . However, the view that management and leadership are synonymous has been criticized, since they perform two different roles. (Caldwell, 2003; Zaleznik, 1990) . Leadership extends beyond the knowledge of management processes. Managers tend to focus on processes while leaders focus on imaginative ideas. Leaders not only dream up ideas, but stimulate and drive other people to work hard and create reality out of ideas (Zaleznik, 1990) . Research on the role of middle managers is limited, despite their function in linking top management and employees. In some cases, interviews with employees have revealed that their CEOs meant nothing to them, because it is the middle managers who are the heroes in their eyes (Brubakk & Wilkinson, 1996) . The middle managers proximity to the employees and opportunity to identify conflicts and problems, as well as decoding corporate messages for employees play a key role in managing change and contributing to the organization's desired goals. However, when the necessary power and tasks are removed from middle managers or when they perceive the top leadership negatively, there is some evidence to suggest that middle managers become reluctant managers (Wu et al., 2007) . Building team work, knowledge and consciousness of organizational goals depends on how middle managers perceive their leaders and their strategic visions. level of motivation (Bass, 1985) . Yang et al (2010) investigate the relationship between middle managers' transformational leaders and the performance of front line employees and confirm the existence of influence of middle managers on front line employees, bypassing their immediate supervisors, and also the existence of the moderating effect of the supervisors' power distance value. Hancer et al (2009) analyze the relationship between middle-level managers' personal risk-taking propensities and corporate entrepreneurship among 106 middle-level hotel managers in Turkey. Since none of the risk factors which included profit risk, emotion risk, managerial risk, or venue risk influenced corporate entrepreneurship, they suggest that middle managers must have the support of top management for risk taking along with a reasonable tolerance for failure.
The research carried out by Wu et al. (2007) was an attempt to identify the influence of the immediate supervisor's transformational leadership on employees' cynical attitudes towards organizational changes in the Chinese context. They concluded that transformational leadership was negatively related to employee cynicism about organizational change and that this relationship was mediated by employees' informational and interpersonal justice perceptions. The relationship was enhanced when employees perceived their work group as cohesive.
Collectivism and Individualism
The influence of national culture in organizational settings has been brought to light by Hofstede (1980) in his work on national cultures, and it has broadened the arena of organizational research substantially (Ramamoorthy et al. 2007 ). Even though his research was heavily criticised in the later years (Bakersville, 2003) , his work has been strengthened by the global study of House et al., (2004) and is still used extensively.
According to Hofstede's research, some less individualistic countries are less developed in terms of their economic growth. Those societies respect tradition and collective thinking. One of the key characteristic of individualistic and collectivistic values is the emphasis placed on the individual goals versus collective goals. Individualists put more weight on self-interest, personal goals and personal achievements. Collectivists place group goals ahead of the individual goals. Collectivistic societies are characterized with large power distance, inter-dependence on the group members, extended family relations, high communication and group decision making (Hofstede, 1991) . If we match this conceptualization with the traditional values in Sri Lanka, Sri Lanka can be viewed as a member of the collectivistic group of countries. Walumbwa et al. (2003) have investigated the moderating impact of collectivism on the relationship between transformational leadership behaviour, collectivism, work-related attitudes, and perceptions of organizational withdrawal behaviour in China, India, and Kenya. Their research reveals a moderating effect of collectivism on the relationship between transformational leadership and work-related outcomes, such as facets of job satisfaction, organizational commitment, and perceptions of organizational withdrawal behaviours. Contrary to their expectations, transformational leadership explained a greater proportion of variance in all outcome measures under low, medium and high collectivism. The authors believe that transformational leaders pay special attention to each individual's abilities, aspirations and needs to enhance their confidence in facing challenges in their work. Ramamoorthy et.al. (2007) report that Indian employees were slightly but significantly less individualistic than Irish employees on supremacy of individual goals and on solitary work preferences, but on competitiveness, Indian employees were more individualistic than Irish workers (Ramamoorthy et.al. 2007 ).
Freeman's research on individualism and collectivism in Sri Lanka concludes by saying that some conditions of individualism and collectivism are likely to differ across different social groups categorized on their location of residence, socioeconomic status, educational level, and occupational status (Freeman, 1997) . It forecasts that with the continued expansion of urban industrial development and rising incomes, there will be a shift towards individualism in Sri Lanka. This work supports a previous research finding in which individualism is seen as a behavioural characteristic in middle and higher executive levels (Nanayakkara, 1988) . The contrasting results reported from these environments clearly requires empirical research.
Middle Managers
Middle managers have traditionally been seen as suppliers of information and the consumers of decisions made by the top-level managers, in their business organizations (Thompson, 1967) . The object of the communication system is coordination of all aspects of the organization (Barnard, 1938) . Instead of top-down or bottom-up models, some researchers have paid attention to the "middle-up-down" approach emphasizing the 'knowledge creation' by the middle managers. Middle managers are synonymous with "backwardness", "stagnation" and "resistance to change" but they are the key to continuous innovation (Nonaka & Takeuchi, 1995) . In the process of knowledge creation, employees, especially the middle managers, play an important role building up a new organization structure and transforming knowledge between the traditional hierarchical system and project teams (Nonaka & Takeuchi, 1997) .
Middle managers are in a strong position to introduce organizational change. Foreseeing turbulent times ahead, Peter Drucker said, the very term 'middle management' is becoming meaningless in the context of what he called as the 'double-headed monster' (Drucker, 1980) . Drucker emphasizes the important role of middle managers in creating and maintaining effective management systems. Upward influence is commonly associated with consensus decisions, commitment to goals, and innovation (Schilit, 1987) . This view is confirmed by many scholars including Nonaka & Takeuchi (1995) . During the last decade Japanese companies have undergone major changes. Many of them have downsized and middle managers have been burdened with extra responsibilities and the stress of uncertainty concerning their jobs (Iida & Morris, 2008 ) Shedding a new light on the symptoms of organizational problems at middle management level in Japanese companies, Karube et al (2009) postulated that extra organizational load is prevalent in deteriorating organizations. They further claim that rigid conformity and excessive emphasis on harmony may make it difficult for middle managers to realize new strategic initiatives.
Communication
Communication and inter-personal relationships are closely related to organizational factors which lead to job satisfaction and better performance (Jo & Shim, 2005) , which eventually leads to better overall performance in organizations. Therefore effective communication is vital at every level to ensure smooth running of the organization (Brownell, 1991) . As Jo and Shim (2005) demonstrate, supportive oral communication was positively related to the perceptions of the individuals on supportiveness and friendliness of the management. They found that managers who communicate well and attentively to their subordinates achieve better results in situations that involve nurturing and maintaining trustworthy relationships. Neelankavil et al. (2000) conducted cross-cultural comparative research on the perceptions of middle-level managers and performance in China, India, Philippines and United States. They found culture has a significant impact on managerial practices particularly between China and the United States. Further they found significant differences among managers of the three Asian countries as compared with US. Their findings show that while Chinese and American middle managers represented two extreme leadership styles of individualism and collectivism. In communication and decision making, Filipino and Indian managers were found much similar to US than Chinese counterparts. Addressing the issue of corporate social responsibility (CSR) in small-and medium-sized enterprises (SMEs), Nielsen and Thomsen (2009) conducted a case study interviewing three middle managers in two firms in Denmark. They concluded that in order to develop corporate identity and image of the firms as good corporate citizens, SMEs need to strengthen both direct and indirect communication.
Highlighting the importance of middle managers, Robbins (1983) points out tall organizations reduce the power of top management, because middle managers gain control over the information. Since middle managers know more about what is going on at the operational level, they also can filter out information before passing it up to the top management. Westley (1990) emphasizes the dissatisfaction among middle managers who often perceive as they are excluded from the strategic process. He concludes that the top management should pay attention to the conditions wherein middle managers are likely to experience exclusion, inclusion, and sustained energy on strategic issues. Middle managers feel exclusion when there is resisted conversation, lack of formal or informal mechanisms to allow middle managers to communicate cross-functionally, or when general strategic discussions are limited to top status group. Consequently, top management should address the 'exclusion and inclusion' issues strategically and tactfully to convert the relationships with middle managers into positive relationships in order to gain better long-term results.
Decision Making
Research on upward influence in decision making has received little attention (Schilit, 1987) . The results of research by Schilit confirms that middle level managers' influence on upward strategic decisions, both high-risk and low-risk decisions, led to greater incidents of success than failure. Those decisions were however more prevalent in private organizations than public organizations. Middle level managers who had longer work experience with their senior managers had also been seen as the key influencers in strategic decision making by creating and building mutual trust.
The following three hypotheses are derived from the research presented above. Hypothesis 1. Communication and group decision making has a significant influence on organizational performance. Hypothesis 2. Communication systems are more effective in business organizations where middle managers perceive their leaders as more collectivistic, and have significant positive influence on performance.
Hypothesis 3. In business organizations where middle managers perceive their leaders as more collectivistic, with greater emphasis on group decision making, this will have significant positive influence on performance.
Methods

Survey method
A structured questionnaire was the main instrument used in this study. In the view of many experienced researchers, structured questions produce more relevant and comparable responses than open-end ones (Rosenthal & Rosnow, 1991) . The questions were developed using the Likert Model of Item Analysis, and used only four scales in order to avoid indifferent answers, or selecting the middle scale for convenience. The four scales were 'strongly agree, agree, disagree, and strongly disagree'. The questionnaire was reviewed by professionals and practitioners and pre-tested by administering it to 25 managers who were the participants of an executive program in a leading university in Sri Lanka.
Sample
The sample was randomly selected from businesses functioning in the Greater Colombo area. A total of 200 questionnaires were distributed with the permission of the chairman or the director of the companies. Questionnaires were handed out to companies to be completed by a manager under the CEO in each company. A cover letter with each questionnaire, promised all participants strict anonymity. Telephone calls were made to act as reminders and provide notification before collection. A 121 questionnaires were completed and returned constituting a response rate of 60.5 percent. Of these, 66 companies were registered on the Colombo Stock Exchange. Four companies in the sample were fully decentralized plants or profit centres of multi-business companies. Twenty-seven companies had not declared their company name or other contact details in the questionnaire. Therefore they were not in the company list.
Financial performance data were obtained from published annual reports; consequently the use of quantitative performance analysis was limited to the listed companies in the sample.
Organizational factors
Key variables were selected for the organizational attributes of leadership (Hater & Bass, 1988; Neelankavil et al., 2000; Xenikou & Simosi, 2006) , communication (Robbins, 1983; Hater & Bass, 1988; Brownell, 1991; Neelankavil et al., 2000; Hofstede, 2001 , Jo & Shim, 2005 , and group decision making (Burns & Stalker, 1961; Keller et al., 1974; Hofstede, 1980; Robbins, 1983; Hater & Bass, 1988; Neelankavil et al., 2000) . Both communication and group decision making have been identified as crucial factors in establishing healthier relationship between leaders and middle managers.
Variables for the analysis were derived by calculating average mean values of several variables under each attribute. To distinguish leadership style as collectivistic or individualistic, average mean value of three variables, superior's control over subordinate's work, superior's concern on subordinate's personal problems, and subordinate willingness to talk openly and frankly with the superior was used. The median value for the leadership was 2.66. The organizations which have above median value for leadership were categorised as collectivistic and below median values were considered as individualistic. The value used for communication was the average mean of three variables; speed of top bottom, bottom up, and horizontal communication (Cronbach Alpha = .564). Group decision making (GDM) was the average mean of five variables; GDM for corporate objectives, GDM for functional objectives, GDM for new technology and development, GDM for transfer and promotions, and GDM for reward system planning (Cronbach Alpha = .887).
Performance measures
Measuring performance is a controversial issue in management studies. Some researchers focus only on financial measures and some argue about the necessity of both qualitative and quantitative measures. Robson et al. (2006) reviewed the empirical studies on behavioural attributes and performance in international strategic alliances. They identified three distinct performance measurement approaches; multifaceted assessment, financial assessment and stability measurement. Among the 41 studies they reviewed, multivariate performance indicators were used in 32 studies. Multifaceted assessments are based upon managers' perceptual judgements in terms of self-rate performance, giving an overall viewpoint on satisfaction with performance or goal achievement. The method of multiple assessments stands over the single-facet performance measures which may not adequately capture the achievement of the objectives. Even though the balanced scorecard measuring system (Kaplan & Norton, 1992; Adler & Theivananthampillai, 2006 ) is considered as a more successive extension of the multifaceted assessment, wide use of financial or economic performance measures such as return on equity (ROE) (Mak & Akhtar, 2003) , return on assets (ROA), return on sales (ROS) (Goll & Sambharya, 1998) , return on investment (ROI), sales growth rate (SGR), profit growth rate (PGR) (Kumarasinghe & Hoshino, 2003) are still commonly used.
The Japanese way of pursuing excellence is called KAIZEN, or a system of continuous improvement. Whereas western management rates innovation and dramatic breakthroughs or production techniques very highly, KAIZEN or continuing improvement system is undramatic and subtle by way of comparison (Imai, 1991) . The KAIZEN system and Total Quality Control (TQC) have a very strong connection. TQC typically deals with areas such as quality assurance, cost control, collectivism and team work, meeting production and delivery schedules, safety, new product development, productivity improvement, and supplier management. The benefits of KAIZEN can thrive only under a top management that has genuine concern for the long-term health of the company (Imai, 1991) . Paladino (2007) investigated the market orientation and resource based view of firms for innovation, new product success, financial performance, market share, and customer value. Findings showed that organizational learning was strongly associated with market orientation, which in turn impacts various performance outcomes. The resource based view also had a significant relationship with new product success. Paladino states that innovation had an indirect effect on customer value and financial performance.
Based of these quantitative and qualitative interpretations on performance, ROI, net profit growth, and average sales growth were used for this study as quantitative measures of performance (Marcoulides & Heck, 1993) . As qualitative measures of performance, quality, service, innovation, new idea proposals, and employee satisfaction were used (Miles & Snow, 1978; Delery & Doty, 1996; Liouville & Bayad, 1998; Ahmed et al, 1998; Mak & Akhtar, 2003; Prajogo & Sohal, 2006; Paladino, 2007) . The indicator of quality was the average mean of five items, product quality, waste control, quality of equipment and technology, quality of personnel, and quality of training and development (Cronbach Alpha = .714). Service included the average means of two variables, supplier and customer service (Cronbach Alpha = .582). Innovation consisted of the average means of three variables; creativity and innovativeness of products, processes, and marketing (Cronbach Alpha = .811). New idea proposal was the average mean of two variables; introduction of new products and frequent proposals of new methods and new ideas (Cronbach Alpha = .551).
The groups of variables in the constructs of communication, service and new idea proposals had lower alpha coefficients than the normally accepted level. Some researchers are rigid about this 'acceptable level' and some are cautious about the deletion of possible important information merely for the purpose of reaching the acceptable alpha level (Spiliotopoulou, 2009 ). Spiliotopoulou claims that low size of the coefficient alpha might not always suggest adequate reliability. Low level of alpha might be related to the limited number of items included in the test, or due to the limited width of the scale which may be the cause behind the low alpha coefficient in some of our variables. Schmitt states that satisfactory levels of alpha depend on test use and interpretation. Even relatively lower (e.g. .50) levels of criterion reliability do not seriously attenuate validity coefficients (Schmitt (1996) . Therefore we decided to continue with low alpha for some of the variables in the analysis. The need for further improvement of the data set was noted. Employee satisfaction was measured by only one variable. The data were normally distributed (skewness was less than 0.4) with low or no correlation. Table 1 shows descriptive statistics of the behavioural factors and performance variables in the total sample of 121 business organizations.
Results
Eighty one organizations were categorized as having collectivistic leadership and 26 organizations with an individualistic leadership approach. Among the 66 organizations, there were 41 companies with collectivistic leaders and 25 companies with individualistic leaders. Compared to the mean values in individualistic companies, collectivistic companies scored higher values in all behavioural and qualitative performance factors except in quantitative measures of the net profit growth and average sales growth.
The regression results in the tables from 3 to 8 show the influence of communication and group decision making on performance measures and also the differences among the two types of organizations in which middle managers perceive their leaders differently. The sample was tested against multicollinearity and the values were within the tolerance range.
With regards to the total sample of 121 companies, Table 2 shows that both attributes of faster three-way communication and group decision making made significant positive influence on quality, service, and innovation. Group decision making had a relatively lower but a significant and positive influence on new idea proposals and employee satisfaction. When the model was applied separately for the companies with collectivistic and individualistic leaders, significant correlations were found in the collectivistic group. Within collectivism, group decision making was a significant factor for quality, service, innovation, and employee satisfaction. Communication had only a lower level of influence on innovation but no influence on other measures (Table 3 ). The organizations functioned under individualistic leadership, communication or group decision making were not good predictors of qualitative performance in those companies (Table 4) . When the regression model was run to see the nature of the relationship between behavioural factors and quantitative performance measures, the results were rather opposite. In the sample of 66 companies, in which the quantitative financial data was available, we could see communication as a significant factor but having a negative influence on ROI. Group decision making had a positive influence and the model was significant. Profit growth or sales growth did not show significant results (Table 5 ).
In the collectivistic group, the profit growth and ROI were positively and significantly influenced by group decision making. The model for ROI was significant (Table 6 ). Communication had a significant negative influence on ROI, and not significant with profit growth or sales growth. Under individualistic leadership, there was no significant result between quantitative performance factors and behavioural factors (Table 7) .
Discussion
All the hypotheses were supported except for quantitative performance measures. As we hypothesized in H1, both communication and decision making showed a significant and positive influence on qualitative performance measures. In the case of quantitative measures, our prediction was partially supported. Group decision making showed significant and positive influence on ROI but communication had a negative influence. The results from the total sample suggested that more group decision making but less multi-directional communication were good predictors of company's ROI. In the group of companies with collectivistic leaders, much stronger results were derived (H2). In those organizations both communication and group decision making had strong influence on both qualitative and quantitative measures except between communication and quantitative measures. Under individualistic leadership condition (H3), there were no significant relationships between communication and/or group decision making, and qualitative or quantitative performance measures.
These results raise the need to explore why the sample organizations in Sri Lanka did not impact on quantitative measures such as profit, sales or ROI, while there was evidence of the existence of 'so-called' better management practices that could lead to financial success as described in western management concepts.
The results were consistent with the empirical research findings by Niles (1999) . Niles showed that Australians who carry the western work ethics scored highest on outcomes of hard work and lowest on self reliance, while the Sri Lankans who represent Buddhist or eastern work ethics scored highest on self-reliance and lowest on outcomes. His study suggests that Sri Lankans endorse a work ethic defined as 'respect for, admiration of, and willingness to take part in hard work' more strongly than people from the western cultures. Niles also recognized Sri Lanka as a collectivistic country, and concludes by saying that most religions and most cultures seem to have a common concept of work ethic; defined as a commitment to hard work and to excellence. However, what does not seems to be universal is a direct relationship between hard work and success. There could be a religious influence which emphasizes individual responsibility. Niles says that Sri Lankans have the right ingredients for economic success, but motivation and the right attitudes are only one part of the factors leading to the economic development. The question that arises here is "What is the religious influence in the Buddhist culture of Sri Lanka which restricts business development and financial success?"
Research on the influence of religion in decision making (Fernando & Jackson, 2006) reveals that the religion plays a significant role in influencing the judgement, emotional and motivational qualities of Sri Lankan leaders' decision making. Ancient Sinhala texts of Theravada Buddhism explain how persons are expected to react when they read or listen to a recital of its narrative. Events of the past have had a direct and significant impact upon their present lives and future destiny. In the Buddhist society of Ceylon (now Sri Lanka) bhikkhus (monks) who preached the Buddhist way of living performed as teachers and advisors of the community (Rahula, 1966) and that practice remains the same even today. Organizations like Sarvodaya in Sri Lanka continuously apply Buddhist philosophy and show how positive results can be achieved by effective decision making in a collectivist environment.
Buddhist perspectives on employer-employee relationships are worth careful consideration. According to the Sigalovada Sutta which contains the Buddha's teachings on domestic and social duties, there are five ways in which a master should minister to his servants and work people: by assigning them work according to their strength; by supplying them with food and wages; by tending them in sickness; by sharing with them any profits; and by granting leave and special allowances. Similarly, there are five ways in which employees ministered to by their master: they rise before him, they lie down to rest after him; they are content with what is given to them; they do their work well; and they carry about his praise and good fame (de Silva, 1974) . The master described here is a person who has more collectivistic values, and the employee is a hard-working man. In the Parabhava Sutta, another part of the Buddha's teachings, the Buddha teaches that people who are rich lay people should support their elderly parents, but wealth alone should not be promoted. Such practices are likely to affect one's success in life. Wealth itself or the accumulation of wealth negatively perceived in Theravada Buddhism, which dominates Sri Lankan society. Theravada Buddhism differs from Mahayana Buddhism, which is commonly practiced in Japan, Korea, and China. Wealth sharing is a widely used traditional motto in Sri Lanka.
Collectivistic leadership promotes qualitative measures which may lead to more sustainable economic performance in the long-run through qualitative achievements. The Xenikou and Simosi (2006) suggest that a humanistic orientation places significant but negative direct impact on financial performance. Our findings are consistent with this conclusion.
Although there was no positive relationship between behavioural attributes and quantitative performance factors, it is worth noting that tax avoidance and lack of policy implementation towards efficiency are also common in developing economies like Sri Lanka.
Conclusion
The aim of the present study was to investigate whether middle managers' perceptions on their leaders are related to communication and decision making processes and influence performance. Organizational behavioural attributes were analysed against both qualitative and quantitative performance indicators.
Our findings show that in organizations in which middle managers perceive their leaders as collectivistic, group decision making and fast two-way communication were commonly in practice, and this contributed to high quality, better service, innovation, new idea proposals and employee satisfaction. Interestingly, under collectivistic leadership, communication or decision making did not influence economic performance. There may be an influence of religion for that result and it needs further investigations.
We suggest in conclusion that CEOs and managers of companies operating in Sri Lanka should consider cultural values and religious beliefs when setting economic goals for the organization. They should also allow for group decision making and remove barriers that impede fast and two-way communication.
Limitations of the research include the use of a single-respondent. Collinearity was not tested. Analysis of quantitative measures of performance was limited to those companies which have published their financial information, accounting for over half of the total sample. Future studies require wider sampling and comparative data drawn from other Asian countries.
Business models that have been applied to Sri Lanka to date are largely based on western ideologies. However, Sri Lanka is a unique environment with a unique history and cultural mix. This uniqueness and its impact on business development needs to carefully considered and needs to be part of a much larger research agenda. We look forward to contributing towards this agenda in the future. 
